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The complex landscape of UK corporate philanthropy: a fuzzy sets perspective





The changing landscape of UK philanthropy
Activities of companies which fall under the category of Corporate Social Responsibility (CSR) attract considerable public, media, and academic interest. Coverage of CSR phenomenon is particularly intense around the topic of corporate donations, potentially because they are directly quantifiable, have higher visibility, and can be readily compared.  In the UK, corporate donations totalled over £1.1bn in 2006, according to the Charity Aid Foundation., a breakdown of these donations shows considerable variation in corporate giving across industry sectors and company size. For example five of the top 10 donors are large banking institutions (CAF Charity Trends 2007).

Recent economic events, which have severely affected the banking sector may have serious implications for corporate philanthropy and may prove a test of UK Company’s dedication to CSR programs in general.

“London charities have warned they face devastating cutbacks in support from the City amid the world financial turmoil”(Evening Standard Oct 2008)

The study of corporate philanthropy has been the subject of considerable academic interest, particularly in the UK and US as noted in (Campbell, Moore et al. 2002). Empirical research has provided several models which explain levels of corporate donations as a function of a number of internal or external company variables. For example stakeholder related variables such as organisational structure (Bartkus, Morris et al. 2002; Brown, Helland et al. 2006) and employee numbers  ADDIN EN.CITE (Useem 1991; Waddock and Graves 1997). Factors which compare sectors in the economy have also been conducted e.g. asset size  ADDIN EN.CITE (McElroy and Siegfried 1985; Adams and Hardwick 1998; Orlitzky 2001; Amato and Amato 2007) and industry cluster (Brammer and Millington 2003; Amato and Amato 2007).  Some studies have also investigated the effect of public scrutiny and media visibility  ADDIN EN.CITE (Brammer 2006; Campbell and Slack 2006; Gan 2006).

The impact of different organisational structures on corporate giving has been investigated in several studies, the number and diversity of company directorships has been shown to positively affect donations (Brown, Helland et al. 2006); whilst the influence of large single shareholding has been seen to limit philanthropy in a number of studies (Coffey and Wang 1998; Bartkus, Morris et al. 2002).

Visibility has seen to have a major impact on levels of corporate giving and has been cited as a dominant factor in several studies. In (Brammer 2006), the impact of media attention, as measured by news articles, is combined with asset size to positively correlate large asset size and high media visibility with the level donations, further it was demonstrated that these factors are intertwined with others variables such as industry cluster.

Attributes such as employee numbers, company age and industry have typically been studied alongside other variables, and have been ‘controlled’ for in some instances. Distinct industry differences in philanthropy were reported in (Brammer and Millington 2003) where ‘emerging’ industries (e.g. IT) tended to have a relatively poor record of charitable donations and were frequently smaller and newer companies.  The analysis in (Amato and Amato 2007) observed strong inter-industry differences in donations and a propensity for medium sized firms to be less charitable.
A complex interaction of factors 
The discussion above demonstrates that a complex interaction between variables exists, making the task of deciphering relationships between factors that support and promote philanthropy difficult.  The majority of studies have used linear methods and brought together two or three dependent variables to explain cause-effect linkages, which can leave some variable relationships untested.


Figure 1: Interaction of factors

Conventional quantitative methods, whilst useful for statistically proving correlations,  have a tendency to concentrate on maximum commonality, placing variables in competition to explain variance, and characterising any residual as outlying noise (Ragin 2000).  Studies combining multiple variables can also suffer from multicollinearity, for example analysis in this paper has observed that visibility is strongly associated with FTSE membership, employee numbers, and asset size. Since larger companies, have a higher FTSE ranking and tend to capture more column inches.

The potential for comparative methods to tackle these types of situations in social science research was championed in A Set-Theoretic Approach to Organizational Configurations (Fiss 2007).  In this paper, the power of analyses based upon degrees of set-membership, rather than cause-effect variability, was discussed in the context of using configurations of characteristics to interpret organizational performance.  Set-theoretic methods can be particularly useful for examining equifinality, where different paths can lead to the same outcome.  For example, large companies with few directors may achieve similar levels of philanthropy to highly visible small companies, a concept which is difficult to model using analytical techniques such as multivariate or cluster analyses (Barney and Hoskisson 1990; Wiggins and Ruefli 1995).

This paper sets out to investigate whether the various factors that have been discussed in the philanthropy literature can be interpreted using configurations and comparative techniques.  From an initial investigation of this methodology and a review of the academic literature the factors for investigation are: the level of external observation (FTSE membership and media visibility), influence of non-executive directors and single shareholder on the board, and attributes of the company (size, age, and industry).  The intention of this paper is not to test or challenge existing research, rather it is intended to offer an alternative perspective of corporate philanthropy through a fuzzy-set lens.
A fuzzy perspective on philanthropy
This investigation uses fuzzy-set qualitative comparative analysis (fsQCA) techniques as proposed by Charles Ragin (Ragin 2000; Ragin 2008). The approach applies set-theoretic relations to analyse relationship between characteristics and an outcome; allowing the examination of complex causal configurations, where particular combinations of factors are present in a case. fsQCA is frequently referred to a middle path between traditional quantitative analysis and qualitative case studies.(Jackson 2005; Fiss 2007)

Set–theoretic approaches allow simple interpretation of the relationship between factors by investigating the extent to which the desired outcome (High philanthropy) is associated with membership in a set or combination of sets (Berthold and Hand 1999). For each variable a set membership function is calibrated to signify the extent to which each case exhibits the particular characteristic.  For example, the set of large employers may constitute companies with greater than 13,500 employees; all cases in the sample are then calibrated to denote their membership with reference to three cardinal points: fully in this set, fully out of this set, and maximum ambiguity.  The development of this membership function requires considerable analysis and the application of substantive knowledge where the choice of calibration points can be significant.

There are currently limited published empirical studies that use configuration-based methods in the business and social science literatures.  Examples of researchers using fuzzy-set methods with business phenomenon include:  (Abdel-Kader and Dugdale 2001) who evaluated technological investments by analysing configurations of financial, non-financial and risk factors,  (Wu, Hsiao et al. 2004) who benchmarked performance by considering levels of quality, cost, and the variety of health services delivered,  (Jackson 2005) who considers political and institutional factors which lead to high representation of employees on company boards.  It is intended that this paper will add to a growing body of interest in the fsQCA approach in social science and management literatures.
Intention for the development of this paper
In order to allow a comparison between fuzzy sets and quantitative methodologies, this study uses an established large sample data set as used in (Brammer 2006) . This study was conducted on UK companies listed in the FTSE all-share index in 2001. Data was obtained from Datastream and enhanced with reference to company reports, and Factiva news database, all 316 companies for which a full data set was available was used in this study.

The characteristics which will be analysed are as follows:
[Outcome]	The outcome under investigation is companies that exhibit a relatively high degree of corporate philanthropy (Top 35%) by either of the criteria below: High rank by the ratio of donations to asset sizeHigh rank by the ratio of donations per employee
[Influence]	The stakeholder variables include: Non-Exec which defines cases which have a larger number of non-executive directors, and Single defines cases which have a high degree of large single shareholders
[Observation]	In this analysis ‘observation’ has been defined as those cases with either high media visibility or high institutional membership i.e) Degree of FTSE membership
[Attributes]IndustrySizeAge	The Industry group factor segregates those industries demonstrating a consistently high degree of philanthropy from the least ‘charitable’ industry groups. Size of organisation is defined by number of employees and Age by the number years since incorporation

Analysis with fsQCA proceeds to assess the extent to which each variable is present in each case, and yields metrics which can be used to assess and select amongst configurations. Consistency​[1]​ is a measure of how closely each characteristic is related with high philanthropy. Coverage​[2]​ is a measure of what proportion of the outcome is captured by this characteristic from the whole population.

Later in the analysis, single factors are combined using logical operators (AND/OR) to create configurations. Increasing the complexity of the configuration will improve the consistency as the configuration becomes a more precise description of the factors present in the outcome. However, increasing precision can diminish coverage and reduced the ability to generalise  ADDIN EN.CITE (Goertz 2006; Ragin 2006; Rihoux and Ragin 2009).

A typical configuration will be expressed in terms of the combination of characteristics leading to high philanthropy. For example: All companies that are highly observed (FTSE 100 membership and high media visibility), and companies with low observation if they are large, or small/new.


Figure 3: Representation of potential results

The analysis will proceed to document findings, then compare results with hypotheses tested in similar studies using linear methods (Adams and Hardwick 1998, (Brammer 2006) . A peer-review of data calibration and methodological steps is underway, and final results of the study are expected to be complete for presentation before September.

Preliminary analyses suggest that this approach will yield some distinct characteristics that are not documented in the current literature, particularly relating to the effects of stakeholder influence which appears to have different consequences depending on the size and age of the corporation, and the level of institutional observation.
Wider relevance of this paper
The paper is presented as an investigation and whilst there are no hypotheses for testing, initial results demonstrate that using fsQCA analyses reveal a diverse picture of UK corporate philanthropy that has been somewhat masked in studies using linear-based quantitative models.

Given the dramatic changes in the UK economy over the last 12 months it is important to understand how patterns of philanthropy are evolving and how resilient the phenomena are to financial shocks such as 2008’s credit crunch and the resulting recession.  As such this paper forms part of a program of activity which seeks to understand the changing landscape of UK philanthropy and the wider impact on relationships between business and society.
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^1	 Taken from Ragin, C. C. (2006). "Set Relations in Social Research: Evaluating Their Consistency and Coverage." Political Analysis 14(3): 291-310. 
 Consistency is defined to be ∑ i (Xi , Yi) / ∑ Xi, where Yi is the Outcome and Xi is the Variable
^2	  Coverage is defined to be ∑ i Min (Xi , Yi) / ∑ Yi
